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Sec. 12. EFFECTIVE DATE.

Presented to the governor May 4, 1994

Signed by the governor May 6, 1994, 11:37 a.m.

CHAPTER 587—H.F.No. 3209

An act relating to the financing and operation of state and local government; conform-
ing with certain changes in the federal income tax law; changing tax brackets, rates, bases,
exemptions, withholding, payments, and refunds; allowing tax credits; changing the subtrac-
tion for the elderly and disabled; altering taconite production tax rates and distributions; pro-
viding for use of taconite economic development funds; altering procedures of the board of
government innovation and cooperation and appropriating money to the board: providing
aids to local governments; changing the calculation of property tax refunds; modifying prop-
erly tax provisions relating to appeals, petitions, procedures, valuation, levies, classifications,
homesteads, credits, and exemptions; changing certain tax return or report requirements;
changing operation of the local government trust fund and providing for its future repeal;
authorizing special assessments; authorizing a local lodging tax; enacting provisions relating
to certain cities, counties, special taxing districts, and towns; changing certain redemption
provisions; reforming state budget procedures; changing certain bonding provisions and
authorizing bonding; creating a bond guarantee fund; modifying tax increment financing
requirements; eliminating certain conditions relating to the contamination tax; providing for
creation and operation of the Cross Lake area water and sewer board and the Chisholm/
Hibbing airport authority; giving the commissioner of revenue certain authority; requiring
certain permits and permit fees; requiring studies; appropriating money and limiting appro-
priations; amending Minnesota Statutes 1992, sections 16A4.711, subdivisions 4 and 5;
604.02, by adding a subdivision; 60A4.15, by adding a subdivision; 124.196; 256E.06, subdivi-
sion 5, and by adding a subdivision; 271.06, subdivision 7; 273.061, by adding a subdivision;
273.111, subdivision 11; 273.138, by adding a subdivision; 273.1398, by adding a subdivision;
273.165, subdivision 1; 278.05, subdivision 6; 2894.02, by adding a subdivision; 2894.25,
subdivision 5; 290.01, subdivision 19d, and by adding subdivisions; 290.05, subdivision 3,
and by adding a subdivision; 290.06, subdivision 2¢; 290.067, subdivision 1; 290.068, subdivi-
sion 2; 290.0802, subdivisions 1 and 2; 290.091, subdivision 3; 290.0921, subdivision 2
290.35, by adding a subdivision; 2904.04, subdivisions 2 and 2a; 296.16, subdivision 1
297.01, by adding a subdivision; 2974.01, by adding a subdivision; 2974.02; 2974.135, subdi-
vision 1; 297A4.15, subdivision 5; 2974.25, by adding subdivisions; 2974.256; 2974.44, subdi-
vision I; 297C.03, subdivision 6; 298.017, subdivision 2; 298.24, subdivision I; 298.26;
298.28, by adding a subdivision; 298.296, subdivision 2, and by adding a subdivision;
160.036, subdivisions 2 and 3; 360.037, subdivision 2; 360.042, subdivision 10; 4664.02, sub-
division 3; 469.004, subdivision la; 473.341; 473H.05, by adding a subdivision; 473H.18;
4774014, subdivision 5; 4774.03, as amended; and 580.23, .as amended: Minnesota Statutes
1993 Supplement, sections 164.712; 84,794, subdivision 1; 84.803, subdivision 1; 256E.06,
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subdivision 12; 270.78; 270.91, subdivision 4; 270.94; 273.11, subdivisions la, 16, and by
adding a subdivision; 273.112, subdivision 3; 273.124, subdivisions I and 13; 273.13, subdivi-
sions 23 and 24; 273.166, by adding a subdivision; 275.065, subdivision 3; 276.04, subdivi-
sion 2 278.01, subdivision 1, 2894.11, subdivision I; 2894.26, subdivision 7; 2894.60,
subdivision 21; 290.01, subdivision 19; 290.091, subdivision 2; 2904.04, subdivisions 2h, as
amended, and 6; 2904.23, subdivision 1, and by adding a subdivision; 296.02, subdivision 1a;
296.025, subdivision la; 2974.01, subdivision 16; 297B.03; 298.227; 298.28, subdivision 9a;
383A4.75, subdivision 3; 465.795, subdivision 7; 465.796, subdivision 2; 465.797, subdivisions
1,2, 3, 4, and 5: 465.798; 465.799; 4774.013, subdivisions 1, 8, as amended, and 9; Laws
1969, chapter 499, section 2; and Laws 1993, chapiers 55, section 1; and 375, article 9, sec-
tion 51; proposing coding for new law in Minnesota Statutes, chapters 164; 275; 296; 2974;
297B; 462C: 465; 469; 473; and 4774; repealing Minnesota Statutes 1992, sections 3.862;
164.711; 273.1381; 273.1398, subdivision 7; 290.05, subdivision 6; 290.067, subdivision 6;
297A4.021; 2974.44, subdivision 4; 297B:09, subdivision 3; 465.80, subdivision 3; 4774.012,
subdivision 6: and 4774.0132, as amended; Minnesota Statutes 1993 Supplement, sections
164.712; 82.19, subdivision 9; 256F.06, subdivision 12; 273.166, subdivision 4; 289A.25, sub-
division 5a; 2904.23; 465.80, subdivisions 1, 2, 4, and 5; and 477A.03, subdivision 1; Laws
1973, chapter 650, article 24, section'6, as amended.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
INCOME TAX AND BUSINESS TAXES

Section 1. Minnesota Statutes 1992, section 60A.02, is amended by adding
a subdivision to read: ’

Subd. 4a. MUTUAL PROPERTY AND CASUALTY INSURANCE COM-
PANY. “Mutual property and casualty insurance company” includes a property
and casualty insurance company that was converted to a stock company after
December 31, 1987, and before January 1, 1994, if the company was controlied
on the date of conversion by 2 mutual life insurance company and so long as the
company continues to be controlied by a mutual life insurance company.

Sec. 2. Minnesota Statutes 1992, section 6(_)A.15; is amended by adding a
subdivision to read:

Subd. 15. GUARANTY ASSOCIATION ASSESSMENT OFFSET. An
insurance company may offset against its premium tax liability to this state any
amount paid pursuant to assessments made for insolvencies which occur after
July 31, 1994, under sections 60C.01 to 60C.22, and any amount paid pursuant
to assessments made after July 31, 1994, under Minnesota Statutes 1992, sec-
tions 61B.01 to 61B.16, or sections 61B.18 to 61B.32 as follows:

percent of the amount of the assessment for each of the five calendar years fol-

lowing the year in which the assessment was paid.
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(b) The amount of offset initially determined for each taxable year is the
f the a

um amounts determined under paragraph (a (_) _ﬁo__:_‘ that taxable year.

() Bach year the commissioner of revenue shall compare total guaranty
association assessments levied over the preceding five calendar years to the sum
of all premium tax and corporate franchise tax revenues collected from insur-
ance companies, without reduction for any guaranty association assessment off-
set in the preceding calendar year, referred to in this subdivision as “preceding
year insurance tax revenues.” If total guaranty association assessments levied
over the preceding five years exceed the preceding vear insurance tax revenues,
insurance companies shall be allowed only a proportionate part of the premium
tax offset calculated under paragraph (b) for the current calendar year. The pro-
portionate part of the premium tax offset allowed in the current calendar year is
determined by multiplying the amount calculated under paragraph (b) by a frac-
tion, the numerator of which equals the preceding year insurance tax revenues
and the denominator of which equals total guaranty association assessments lev-
ied over the preceding five-year period. The proportionate part of the premium

added to the amount of premium tax offset calculated under paragraph (b) pri p____
to application of the limitation imposed by this paragraph. Any amount carried
forward from prior years must be allowed before allowance of the offset for the
current year calculated under paragraph (b). The premium tax offset limitation
must be calculated separately for (1) insurance companies subject to assessment
under sections 60C.01 to 60C.22, and (2) insurance companies subject to assess-
ment under Minnesota Statutes 1992, sections 61B.01 to 61B.16, or sections
61B.18 to 61B.32. When the premium tax offset is limited ¢ by this provision, the
commissioner of revenue shall notify affected insurance companies on a timely
basis for purposes of ¢ omgletmg premium and corporate franchise tax returns.
The guaranty associations created under sections 60C.01 to 60C.22, Minnesota
Statutes 1992, sections 61B.01 to 61B.16, and sections 61B.18 to 61B.32, shall
provide the commissioner of revenue w1th the necessary information on guar-
anty association assessments. The limitation i in thls paragraph is eﬂ‘ectlve for
offsets allowable in 1999 and thereafter.

(d) If the offset determined by the a Qplication of paragraphs (a) to (c)
exceeds the greater of the insurance company’s premium tax 1ab111tx under this
section or its corporate franchlse tax liability under chapter 290 prior to allow-
ance of the credit for premium taxes, then the insurance company may carry for-
ward the excess, referred to in this subdivision as the ar_rxforwar credit,” " to to

subsequent taxable years. The cargyforward credlt shall be allowed as an offset

e S, et s

reduced, but not below zero, by the greater of the amount of the ¢ r_ryforward
credit allowed as as an an offset a against the t the premium tax under this paragraph or the
amount of the ¢ r_rxforward credit allowed as an offset against the insurance

omgany corporate e franchise tax | tax 11ab111ty under section 290.35, subdivision 6,
paragraph (d). The remainder, if if an any, of the carryforward credit must be camed
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forward to succeeding taxable years until the entire carryforward credit has been
credited against the insurance company’s liability for premium tax under this
chapter and corporate franchlse tax under chapter 290 if Qghcable for that tax-
able year.

(e) A refund paid by the Minnesota life and health jnsurance guaranty asso-
clation to member insurers under Minnesota Statutes 1992, section 61B.07, sub-
division 6. or section 61B.24, subdivision 6, with respect to an assessment

; payment which has been offset against taxes shall reduce the carryforward credit

forward credit, it shall be repald by the insurers to the extent of the offset t_o mg
state in the manner the commissioner of revenue requires.

Sec. 3. Minnesota Statutes 1992, section 289A 02, is amended by adding a
subdivision to read:

Subd 7. INTERNAL REVENUE CODE. Unless specifically defined other-
wise, " “Internal Revenue Code” means the Internal Revenue Code of 1986 as

amended through December 31, 1993.

Sec. 4. Minnesota Statutes 1992 section 289A 25 subd1v1s1on R
amended to read: )

Subd. 5. AMOUNT OF REQUIRED INSTALLMENT The amount of
any installment required to be paid shall be 25 percent of the required annual
payment except as provided in clause (3). The term “required annual payment”
means the lesser of"

(‘1) 90 percent of the tax shown on the return for the taxable year or 90 per-
cent of the tax for the year if no return is filed, or

_ (2) the total tax liability shown on the refurn of the individuel taxpayer for
the preceding taxable year, if a return showing a liability for the taxes was filed
by the individual taxpayer for the preceding taxable year of 12 months;, If the
adjusted gross income shown on the return of the taxpayer for the preceding tax-
able year exceeds $150 000 this elause shall be applied by substituting “110 per-

term “adlusted gross income” means the Minnesota share of that income onr-
t;oned to Minnesota under sectlo_n 290.06, subd1v151on 2¢c, Earagragh (¢), or

to anesota under sectlon 290.17; or

(3) an amount equal to the apphcable percentage of the tax for the taxable
year computed by placing on an -annualized basis the taxable income and alter-
native minimum taxable income for the months in the taxable year ending
before the month in which the installment is required to be paid. The applicable
percentage of the-tax is 22.5 percent in-the case of the first installment, 45 per-
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cent for the second installment, 67.5 percent for the third installment, and 90
percent for the fourth installment. For purposes of this clause, the taxable
income and alternative minimum taxable income shall be placed on an annual-
ized basis by

(i) multiplying by 12 (or in the case of a taxable year of less than 12 months,
the number of months in the taxable year) the taxable income and alternative
minimum taxable income computed for the months in the taxzable year ending
before the month in which the installment is required to be paid; and

(ii) dividing the resulting amount by the number of months in the taxable
year ending before the month in which the installment date falls,

= Sl e,

——— e A S — e ———— . (o X

Sec. 5. Minnesota Statutes 1993 Supplement, section 289A.26, subdivision

7, is amended to read:

Subd. 7. REQUIRED INSTALLMENTS. (a) Except as otherwise provided
in this subdivision, the amount of a required installment is 25 percent of the
required annual payment.

(b) Except as otherwise provided in this subdivision, the term “required
annual payment” means the lesser of:

(1) 9% 100 percent of the tax shown on the return for the taxable year, or, if
no return is filed, 9% 100 percent of the tax for that year; or

(2) 100 percent of the tax shown on the return of the entity for the preced-
ing taxable year provided the return was for a full 12-month period, showed a
liability, and was filed by the entity.

(¢) Except for determining the first required installment for any taxable
year, paragraph (b), clause (2), does not apply in the case of a large corporation.
The term “large corporation” means a corporation or any predecessor corpora-
tion that had taxable net income of $1,000,000 or more for any taxable year dur-
ing the testing period. The term “testing period” means the three taxable years
immediately preceding the taxable year involved. A reduction allowed to a large
corporation for the first installment that is allowed by applying paragraph (b),
clause (2), must be recaptured by increasing the next requlred installment by the
amount of the reduction.

(d) In the case of a required installment, if the corporation establishes that
the annualized income installment is less than the amount determined in para-
graph (a), the amount of the required installment is the annualized income
installment and the recapture of previous quarters’ reductions allowed by this
paragraph must be recovered by increasing later required 1nsta11ments to the
extent the reductions have not previously been recovered.
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(¢) The. “annualized income installment™ is the excess, if any, of:

(1) an amount equal to the applicable perbentage of the tax for the taxable
year computed by placing on an annualized basis the taxable income:

(i) for the first two months of the taxable year, in the case of the first
required installment;

(ii) for the first two months or for the first five months of the taxable year,
in the case of the second required installment;

(jii) for the first six months or for the first eight months of the taxable year,
in the case of the third required installment; and

(iv) for the first nine months or for the first 11 months of the taxable year,
in the case of the fourth required installment, over

(2) the aggregate amount of any prior required instaliments for the taxable
year.

(3) For the purpose of this paragraph, the annualized income shall be com-
puted by placing on an annualized basis the taxable income for the year up to
the end of the month preceding the due date for the quarterly payment multi-
plied by 12 and dividing the resulting amount by the number of months in the
taxable year (2, 5, 6, 8, 9, or 11 as the case may be) referred to in clause (1).

(4) The “applicable percentage” used in clause (1) is:

For the following ] The applicable.

required installments: percentage is:
Ist 2425 25
2nd 485~ 50
3rd 725 75
4th 97— 100

(f)(1) If this paragraph applies, the amount determined for any installment
must be determined in the following manner:

(i) take the taxable income for the months during the taxable year preceding
the filing month;

(i) divide that amount by the base period percentage for the months during
the taxable year preceding the filing month;

(iii) determine the tax on the amount determined under item (ii); and

(iv) multiply the tax computed under item (iii) by the base period percent-
age for the filing month and the months during the taxable year preceding the
filing month.

(2) For purposes of this paragraph:
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(i) the “base period percentage” for a period of months is the average per-
cent that the taxable income for the corresponding months in each of the three
preceding taxable years bears to the taxable income for the three preceding tax-
able years;

(ii) the term “filing month” means the month in which the installment is
required to be paid;

(iii) this paragraph only applies if the base period percentage for any six
consecutive months of the taxable year equals or exceeds 70 percent; and

(iv) the commissioner may provide by rule for the determination of the base
period percentage in the case of reorganizations, new corporations, and other
similar circumstances.

(3) In the case of a required installment determined under this paragraph, if
the entity determines that the installment is less than the amount determined: in
paragraph (a), the amount of the required installment is the amount determined
under this paragraph and the recapture of previous quarters’ reductions allowed
by this paragraph must be recovered by increasing later required installments to
the extent the reductions have not previously been recovered.

Sec. 6. Minnesota Statutes 1993 Supplement, section 290.01, subdivision
19, is amended to read:

Subd. 19. NET INCOME. The term “net income” means the federal tax-
able income, as defined in section 63 of the Internal Revenue Code of 1986, as
amended through the date named in this subdivision, incorporating any elec-
tions made by the taxpayer in accordance with the Internal Revenue Code in
determining federal taxable income for federal income tax purposes, and with
the modifications provided in subdivisions 19a to 19f.

In the case of a regulated investment company or a fund thereof, as defined -
in section 851(a) or 851(h) of the Internal Revenue Code, federal taxable income
means investment company taxable income as defined in section 852(b)(2) of
the Internal Revenue Code, except that: ’

(1) the exclusion of net capital gain provided in section 852(b)(2)(A) of the
Internal Revenue Code does not apply; and '

(2) the deduction for dividends paid under section 852(b)(2)(D) of the Inter-
nal Revenue Code must be applied by allowing a deduction for capital gain divi-
dends and exempt-interest dividends as defined in sections 852(b)(3XC) and
852(b)(5) of the Internal Revenue Code.

The net income of a real estate investment trust as defined and limited by
section 856(a), (b), and: (c) of the Internal Revenue Code means the real estate
investment trust taxable income as defined in section 857(b)(2) of the Internal
Revenue Code.

New language is indicated by underling, deletions by strikeeut.




Ch. 587, Art. 1 LAWS of MINNESOTA for 1994 1050

The Internal Revenue Code of 1986, as amended through .December 31,
1986, shall be in effect for taxable years beginning after December 31, 1986. The
provisions of sections 10104, 10202, 10203, 10204, 10206, 10212, 10221,
10222, 10223, 10226, 10227, 10228, 10611, 10631, 10632, and 10711 of the
Omnibus Budget Reconciliation Act of 1987, Public Law Number 100-203, the
provisions of sections 1001, 1002, 1003, 1004,-1005, 1006, 1008, 1009, 1010,
1011, 1011A, 1011B, 1012, 1013, 1014, 1015, 1018, 2004, 3041, 4009, 6007,
6026, 6032, 6137, 6277, and 6282 of the Technical and Miscellaneous Revenue
Act of 1988, Public Law Number 100-647, and the provisions of sections 7811,
7816, and 7831 of the Omnibus Budget Reconciliation Act of 1989, Public Law
Number 101-239, shall be effective at the time they become effective for federal
income tax purposes.

The Internal Revenue Code of 1986, as amended through December 31,
1987, shall be in effect for taxable years beginning after December 31, 1987. The
provisions -of sections 4001, 4002, 4011, 5021, 5041, 5053, 5075, 6003, 6008,
6011, 6030, 6031, 6033, 6057, 6064, 6066, 6079, 6130, 6176, 6180, 6182, 6280,
and 6281 of the Technical and Miscellaneous Revenue Act of 1988, Public Law
Number .100-647, the provisions of sections 7815 and 7821 of the Omnibus
Budget Reconciliation Act of 1989, Public Law Number 101-239; and the provi-
sions of section 11702 of the Revenue Reconciliation Act of 1990, Public Law
Number 101-508, shall become effective at the time they become effective for

federal tax purposes.

The Internal Revenue Code of 1986, as amended through December 31,
1988,-shall be in effect for taxable years beginning after December 31, 1988. The
provisions of sections 7101, 7102, 7104, 7105, 7201,.7202, 7203, 7204, 7205,
7206, 7207, 7210, 7211, 7301, 7302, 7303, 7304, 7601, 7621, 7622, 7641, 7642,
7645, 7647, 7651, and 7652 of-the Omnibus Budget Reconciliation Act of 1989,
Public Law Number 101-239, the provision. of section 1401 of the Financial
Institutions Reform, Recovery, and Enforcement Act of 1989, Public Law Num-
ber 101-73, and the provisions of sections 11701 and 11703 of the Revenue Rec-
onciliation Act of 1990, Public Law Number 101-508, shall become effective at
the time they become effective for federal tax purposes.

The Internal Revenue Code of 1986, as amended through December 31,
1989, shall be in effect for taxable years beginning after December 31, 1989. The
provisions of sections 11321, 11322, 11324, 11325, 11403, 11404, 11410, and
11521 of the Revenue Reconciliation Act of 1990, Public Law Number 101-508,
and the provisions of section 13224 and 13261 of the Omnibus Budget Recon-
ciliation Act of 1993, Public Law Number 103- 66 shall become effective at the
time they become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31,
1990, shall be in effect for taxable years beginning after December 31, 1990.

The provisions of section 13431 of the Omnibus Budget Reconciliation Act
of 1993 Puyblic Law Number 103- 66 shall become effective at the time they
became eﬁ'ecnve for for federal purposes.
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The Internal Revenue Code of 1986, as amended through December 31,
1991, shall be in effect for taxable years beginning after December 31, 1991.

The provisions of sections 1936 and 1937 of the Comprehensive National
Energy Policy Act of 1992, Public Law Number 102-486, and the provisions of
sections 13101, 13114, 13122, 13141, 13150, 13151, 13174, 13239, 13301, and
13442 o of the Omnibus Budget Reconciliation Act of 1993, Public Law Number
103-66, shall become effective at the time they become effective for federal pur-
poses. .

The Internal Revehue Code of 1986, as amended through December 31,
1992, shall be in effect for taxable years beginning after December 31, 1992,

The provisions of sections 13116, 13121, 13206, 13210, 13222, 13223,
13231, 13232, 13233, 13239, 13262, and 13321 of the Omnibus Budget Recon-
ciliation Act of 1993, Public Law Number 103-66, shall become effective at the at the
time th_ey become effective for federal purposes.

The Internal Revenue Code of 1986, as amended through December 31,
1993 shall be in effect for taxable years begmmng after December 31, 1993.

Except as otherwise prov1ded references to the Internal Revenue Code in
subdivisions 19a to 19g mean the code in effect for purposes of determining net
income for the applicable year.

Sec. 7. Minnesota Statutes 1992, section 290.01, is amended by adding a
subdivision to read:

Subd. 4b. MUTUAL PROPERTY AND CASUALTY INSURANCE
COMPANY “Mutual property and casualty insurance company” "includes a
property and casualty insurance company that was converted toa stock cor com-
pany afier December 31, 1987, and before January 1994 if the company was

Qanz

Sec. 8. Minnesota Statutes 1992, section 290.01, subdivision 19d, is
amended to read:

Subd. 19d. CORPORATIONS; MODIFICATIONS DECREASING FED-
ERAL TAXABLE INCOME. For corporations, there shall be subtracted from
federal taxable income after the increases provided in subdivision 19¢:

(1) the amount of foreign dividend gross-up added to gross income for fed-
eral income tax purposes under section 78 of the Internal Revenue Code;

(2) the amount of salary expense not allowed for federal income tax pur-
poses due to claiming the federal Jobs credit under section 51 of the Internal
Revenue Code;
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(3) any dividend (not including any distribution in liquidation) paid within
the taxable year by a national or state bank to the United States, or to any
instrumentality of the United States exempt from federal income taxes, on the
preferred stock of the bank owned by the United States or the instrumentality;

(4) amounts disallowed for intangible drilling costs due to differences
between this chapter and the Internal Revenue Code in taxable years beginning
before January 1, 1987, as follows: :

(i) to the extent the disallowed costs are represented by physical property,
an amount equal to the allowance for depreciation under Minnesota Statutes
1986, section 290.09, subdivision 7, subject fo the modlﬁcanons contained in
subdivision 19e; and ’

(ii) to the extent the disallowed costs are not represented by physical prop-
erty, an amount equal to the allowance for cost depletion under Minnesota Stat-
utes 1986, section 290.09, subdivision 8;

(5) the deduction for capital losses pursuant to sections 1211 and 1212 of
the Internal Revenue Code, except that:

(i) for capital losses incurred in taxable years beginning after December 31,
1986, capital loss carrybacks shall not be allowed;

(ii) for capital losses incurred in taxable years beginning after December 31,
1986, a capital loss carryover to each of the 15 taxable years succeeding the loss
year shall be allowed;

(iii) for capital losses 1ncurred in taxable years beginning before January I,
1987, a capital loss carryback to each of the three taxable years preceding the
loss year, subject to the provisions of Minnesota Statutes 1986, section 290.16,
shall be allowed; and

(iv) for capital losses incurred in taxable years beginning before January I,
1987, a capital loss carryover to each of the five taxable years succeeding the loss
year to the extent such loss was not used in a prior taxable year and subject to
the provisions of Minnesota Statutes 1986, section 290.16, shall be allowed;

{6) an amount for interest and expenses relating to income not taxable for
federal income tax purposes, if (i) the income is taxable under this chapter and
(ii) the interest and expenses were disallowed as deductions under the provisions
of section 17l(a)(2), 265 or 291 of the Internal Revenue Code in computing fed-
eral taxable income; -

(7) in the case of mines, oil and gas wells, other naturai deposits, and timber
for which percentage depletion was disallowed pursuant to subdivision 19c,
clause (11), a reasonable allowance for depletion based on actual cost. In the
case of leases the deduction must be apportioned between the lessor and lessee
in accordance with rules prescribed by the commissioner. In the case of property
held in trust, the allowable deduction must be apportioned between the income
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beneficiaries and the trustee in accordance with the pertinent provisions of the
trust, or if there is no provision in the instrument, on the basis of the trust’s
income allocable to each;

(8) for certified pollution control facilities placed in service in a taxable year
beginning before December 31, 1986, and for which amortization deductions
were elected under section 169 of the Internal Revenue Code of 1954, as
amended through December 31, 1985, an amount equal to the allowance for
depreciation under Minnesota Statutes 1986, section 290.09, subdivision 7;

(9) the amount included in federal taxable income attributable to the credits
provided in Minnesota Statutes 1986, section 273,1314, subdivision 9, or Min-
nesota Statutes, section 469.171, subdivision 6;

(10) amounts included in federal taxable income that are due to refunds of
income, excise, or franchise taxes based on net income or related minimum
taxes paid by the corporation to Minnesota, another state, a political subdivision
of another state, the District of Columbia, or a foreign country or possession of
the United States to the extent that the taxes were added to federal taxable
income under section 290.01, subdivision 19c, clause (1), in a prior taxable year;

(11) the following percentage of royalties, fees, or other like income accrued
or received from a foreign operating corporation or a foreign corporation which
is part of the same unitary business as the receiving corporation:

Taxable Year

Beginning After ........ooccvinnrnn ...Percentage
December 31, 1988 .... 50 percent
December 31, 1990 80 percent;.

(12) income or gains from the business of mining as defined in section
290.05, subdivision 1, clause (a), that are not subject to Minnesota franchise tax;

(13) the amount of handicap access expenditures in the taxable year which
are not allowed to be deducted or capitalized under section 44(d)(7) of the Inter-
nal Revenue Code of 1986; and

(14) the amount of qualified research expenses not allowed for federal
income tax purposes under section 280C(c) of the Internal Revenue Code, but
only to the extent that the amount exceeds the amount of the credlt allowed
under section 290.068:; and

(15) the amount of salary expenses not allowed for federal income tax pur-
poses due to claiming tl the Indian employment credit under section 45A(a) of the ’
Internal Revenue Code of of 1986, as amended through December 31, 1993.

Sec. 9. Minnesota Statutes 1992, section 290 01, is amended by adding a
subdivision to read:

Subd. 31. INTERNAL REVENUE CODE. Unless specifically defined oth-
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erwise, “Internal Revenue Code” means the Internal Revenue Code of 1986, as
amended through December 31, 1993.

Sec. 10. Minnesota Statutes 1992, section 290.05, subdivision 3, is
amended to read:

Subd. 3. (a) An organization exempt from taxation under subdivision 2
shall, nevertheless, be subject to tax under this chapter to the extent provided in
the following provisions of the Internal Revenue Code:

(i) section 527 (dealing with poliiical organizations);

(ii) section 528 (dealing with certain homeowners associations);

(iii) sections 511 to 515 (dealing wiih unrelated business income); end
(iv) section 521 (dealing with farmers’ cooperatives); and

(v) section 6033(e)(2) (dealing with lobbying expense); but

notwithstanding this subdivision, shall be considered an organization
exempt from income tax for the purposes of any law which refers to organiza-
tions exempt from income taxes.

(b) The tax shall be imposed on the faxable income of political organiza-
tions or homeowner associations or the unrelated business taxable income, as
defined in section 512 of the Internal Revenue Code, of organizations defined in
section 511 of the Internal Revenue Code, provided that the tax is not imposed
on:

(1) advertising revenues from a newspaper published by an organization
described in section 501(c)(4) of the Internal Revenue Code; or

(2) revenues from lawful gambling authorized under chapter 349 that are
expended for purposes that qualify for the deduction for charitable contributions
under section 170 of the Internal Revenue Code of 1986,.as amended through
December 31, $394+ 1993, disregarding the limitation under section 170(b)(2),
but only to the extent the contributions are not deductible in computing federal
taxable income. ,

The tax shall be at the corporate rates. The tax shall only be imposed on
income and deductions assignable to this state under sections 290.17 to 290.20.
To the extent deducted in computing federal taxable income, the deductions
contained in section 290.21 shall not be allowed in computing Minnesota tax-

able net income.

(c) The tax shall be imposed on organizations subject to federal tax under
section 6033(e)(2) of the Internal Revenue Code of 1986, as amended through
December 31, 1993, in an amount equal to the corporate tax rate multiplied by
the amount of lobbying expenses taxed under section 6033(e)(2) which are
attributable to lobbying the Minnesota state government.

New language is indicated by underline, deletions by strileout.




1055

LAWS of MINNESOTA for 1994 Ch. 587, Art. 1

Sec. 11. Minnesota Statutes 1992, section 290.05, is amended by.adding a
subdivision to read:

Subd. 8. AUTHORITY TO REVOKE EXEMPTION FOR FAILURE TO
gate an entity claiming exemption under this section and subpart F of the Inter-
nal Revenue Code, The commissioner may revoke the exemption under this
section for violations of federal law that would permit the commissioner of
internal revenue or the secretary of the treasury to revoke the exemption under
federal law, regardless of whether such action has been taken under federal law,
A revocation under this subdivision is subject to administrative review under
section 289A.65. - ‘ : ‘

Sec.. 12. Minnesota Statutes 1992, section 290.06, subdivision 2c, is'
amended to read:

Subd. 2c. SCHEDULES OF RATES FOR INDIVIDUALS, ESTATES,
AND TRUSTS. (a) The income taxes imposed by this chapter upon married
individuals filing joint returns and surviving spouses as defined in section 2(a) of
the Internal Revenue Code of 1986 as amended through December 31, 1991,
must be computed by applying to their taxable net income the following sched-
ule of rates:

(1) On the first $19,910, 6 percent;
(2) On all over $19,910, but not over $79,120, 8 percent;
(3) On all over $79,120, 8.5 percent.

Married individuals filing separate returns, estates, and trusts must compute
their income tax by applying the above rates to their taxable income, except that
the income brackets will be one-half of the above amounts.

(b) The income taxes imposed by this chapter upon unmarried individuals
must be computed by applying to taxable net income the following schedule of
rates: : '

(1) On the first $13,620, 6 percent;

(2) On all over $13,620, but not over $44,750, 8 percent;

(3) On all over $44,750, 8.5 percent.

(c) The income taxes imposed by this chapter upon unmarried individuals
qualifying as a head of household as defined in section 2(b) of the Internal Reve-
nue Code of 1986, as amended through December 31, 1991, must be computed
by applying to taxable net income the following schedule of rates:

(1) On the first $16,770, 6 percent;
(2) On all over $16,770, but not over $67,390, 8 percent;
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(3) On all over $67,390, 8.5 percent.

(d) In lieu of a tax computed according to the rates set forth in this subdivi-
sion, the tax of any individual taxpayer whose taxable net income for the taxable
year is less than an amount determined by the commissioner must be computed
in accordance with tables prepared and issued by the commissioner of revenue
based on-income brackets of not more than $100, The amount of tax for each
bracket shall be computed at the rates set forth in this subdivision, provided
that the commissioner may disregard a fractional part of a dollar unless it
amounts to 50 cents or more, in which case it may be increased to $1.

(e) An individual who is not a Minnesota resident for the entire year must
compute the individual’s Minnesota income tax as provided in this subdivision.
After the application of the nonrefundable credits provided in this chapter, the
tax liability must then be multiplied by a fraction in which:

(1) The numerator is the individual’s Minnesota source federal adjusted
gross income as defined in section 62 of the Internal Revenue Code of 1986, as
amended through December 31, 1991, less the deduetion allewed by seetion 217
of the Internal Revenute Code of 1986; as amended through December 34; 49945
after applying the allocation and assignability provisions of section 290.081,
clause (a), or 290.17; and

(2) the denominator is the individual’s federal adjusted gross income as
defined in section 62 of the Internal Revenue Code of 1986, as amended through
December 31, $99+ 1993, increased by the addition required for interest income
from non-Minnesota state and municipal bonds under section 290.01, subdivi-
sion 19a, clause (1).

Sec. 13. Minnesota Statutes 1992, section 290.067, subdivision 1, is
amended to read:

Subdivision 1. AMOUNT OF CREDIT. (a) A taxpayer may take as a credit
against the tax due from the taxpayer and a spouse, if any, under this chapter an
amount equal to the dependent care credit for which the taxpayer is eligible pur-
suant to the provisions of section 21 of the Internal Revenue Code subject to the
limitations provided in subdivision 2 except that in determining whether the
child qualified as a dependent, income received as an aid to families with depen-
dent children grant or allowance to or on behalf of the child must not be taken
into account in determining whether the child received more than half of the
child’s support from the taxpayer, and the provisions of section 32(b)(1)(D) of
the Internal Revenue Code of $986; as amended through Deeember 31 1904 do

not apply.

(b) If a child who is six years of age or less at the close of the taxable year is
cared for at a licensed family day care home operated by the child’s parent, the
taxpayer is deemed to have paid employment-related expenses. If the child is 16
months old or younger at the close of the taxable year, the amount of expenses
deemed to have been paid equals the maximum limit for one qualified individ-
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ual under section 21(c) and (d) of the Internal Revenue Code. If the child is
older than 16 months of age but not older than six years of age at the close of
the taxable year, the amount of expenses deemed to have been paid equals the
amount the licensee would charge for the care of a child of the same age for the
same number of hours of care.

() If a married couple:

(1) has a child one year of age or less at the close of the taxable year;

— e . ma—

(2) files a joint tax return for the taxable year; and

(3) does not participate in a dependent care assistance program as defined in

related expenses paid for that child under paragraph (a) or the deemed amount
under paragraph (b), the lesser of (i) the combined earned jncome of the couple
or (ii) $2,400 will be deemed to be the employment related expense paid for that
child, The earned income limitation of section 21(d) of the Internal Revenue
Code shall not apply to this deemed amount. These deemed amounts apply
regardless of whether any employment-related expenses have been paid.

(d) If the taxpayer is not required and does not file a federal individual
income tax return for the tax year, no credit is allowed for any amount paid to
any person unless:

(1) the name, address, and taxpayer identification number of the persoﬂ are
included on the return claiming the credit; or

(2) if the person is an organization described in section 501(c)(3) of the
Internal Revenue Code and exempt from tax under section 501(a) of the Inter-
nal Revenue Code, the name and address of the person are included on the
return claiming the credit.

In the case of a failure to provide the information required under the preceding
sentence, the preceding sentence does not apply if it is shown that the taxpayer
exercised due diligence in attempting to provide the information required.

In the case of a nonresident, part-year resident, or a person who has earned
income not subject to tax under this chapter, the credit determined under sec-
tion 21 of the Internal Revenue Code must be allocated based on the ratio by
which the earned income of the claimant and the claimant’s spouse from Minne-
sota sources bears to the total earned income of the claimant and the claimant’s
spouse.

Sec. 14. Minnesota Statutes 1992, section 290.068, subdivision 2, is
amended to read:

Subd. 2. DEFINITIONS. For purposes of this section, the following terms
have the meanings given.
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(a) “Qualified research expenses” means (i) qualified research expenses and
basic research payments as defined in section 41(b) and (e) of the Internal Reve-
nue Code, except it does not include expenses incurred for qualified research or
basic research conducted outside the state of Minnesota pursuant to section
41(d) and (e) of the Internal Revenue Code; and (ii) contributions to a nonprofit
corporation established and operated pursuant to the provisions of chapter 317A
for the purpose of promoting the establishment and expansion of business in
this state, provided the contributions are invested by the nonprofit corporation
for the purpose of providing funds for small, technologically innovative enter-
prises in Minnesota during the early stages of their development.

(b) “Qualified research” means qualified research as defined in section 41(d)
of the Internal Revenue Code, except that the term does not include qualified
research conducted outside the state of Minnesota.

(c) “Base amount” means base amount as defined in section 41(c) of the
Internal Revenue Code, except that the average annual gross receipts must.be
calculated using Minnesota sales or receipts under section 290.191 and the defi-
nitions contained in clauses (a) and (b) shall apply.

(d) “Internal Revenue Code? menns the Internal Revenue Code of 1986; as
amended through December 31; 1594

Sec. 15. Minnesota Statutes 1992, section 290.0802, subdivision 1, is
amended to read:

Subdivision 1. DEFINITIONS. For purposes of this section, the following
terms have the meanings given.

(a) “Adjusted gross income” means federal adjusted gross income as used in
section 22(d) of the Internal Revenue Code for the taxable year, plus a lump
sum distribution as defined in section 402(e)(3) of the Internal Revenue Code,
and less any pension, annuity, or disability benefits included in federal gross
income but not subject to state taxation other than the subtraction allowed
under section 290.01, subdivision 19b, clause (4).

(b) “Disability income” means disability income as defined in section
22(c)(2)(B)(iii) of the Internal Revenue Code.

(c) “Internat Revenue Code” means the Internal Revenue Code of 1986; as
amended through Deeember 345 1994~

&) “Nontaxable retirement and disability benefits” means the amount of
pension, annuity, or disability benefits that would be included in the reduction
under section 22(c)(3) of the Internal Revenue Code and pension, annuity, or
disability benefits included in federal gross income but not subject to state taxa-
tion other than the subtraction allowed under section 290.01, subdivision 19b,

clause (4).

&) (d) “Qualified individual” means a qualified individual as defined in sec-
tion 22(b) of the Internal Revenue Code.
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{e) “Social secun‘ty benefits above the second federal threshold” means the

Public Law Number 103-66.

Sec. 16. Minnesota Statutes 1992, section 290 0802 subd1v1sxon 2, is
amended to read:

Subd. 2. SUBTRACTION. (a) A qualified individual is allowed a subtrac-
tion from federal taxable income for the greater of (1) the individual’s subtrac-
tion base amount or (2) the minimum amount. The excess of the subtraction
base amount over the taxable net income computed without regard to the sub-
traction for the elderly or disabled under section 290.01, subdivision 19b, clause
(5), may be used to reduce the amount of a lump sum distribution subject to tax
under section 290.032.

(b)(1) The initial subtraction base amount equals -

(i) $+6;600 $12,000 for a marned taxpayer ﬁhng a Jomt return if a spouse is
a qualified individual,

(ii) $8,000 $9,600 for a single taxpayer, and
(iii) $5;600 $6,000 for a married taxpayer filing a separate federal return.

(2) The qualified individual’s initial subtraction base amount, then, must be
reduced by the sum of nontaxable retirement and disability benefits and one-half
of the amount of adjusted gross income in excess of the following thresholds:

(i) $45;000 $18,000 for a married taxpayer ﬁhng a joint return if both
spouses are qualified 1nd1v1duals,

(ii) $42,600 $14,500 for a single taxpaycf or for a married couple filing a
joint return if only one spouse is a qualified individual, and

(iii) $7500 $9,000 for a married taxpayer filing a separate federal return.

(3) In the case of a qualified individual who is under the age of 65, the max-
imum amount of the subtraction base may not exceed the taxpayer’s disability
income.

(4) The resulting amount is the subtraction base amount.
(c) Qualified individuals who must include social security benefits above the

second federal threshold in federal taxable income may claim a minimum
amount equal to the lesser of

(1) the amount of social security benefits above the second federal threshold
included in federal taxable income; or

(2) a minimum amount subject to an income phase-out,
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For taxable years beginning after December 31, 1993 and before January 1,
1995, the minimum amount equals .

() $3,750 for married 1nd1v1duals filing a joint return if both spouses are
qualified individuals,

(i) $3,000 for a single taxpayer or for married individuals filing a joint
return if one spouse is a gualified individual, and

(iii) $1,875 for a maﬁied individual filing a separate return.

“For taxable years begmmng after December 31, 1994, and before January 1,
1996, the minimum amount equals

() $2,250 for married individuals filing a joint return if both spouses are
qualified individuals,

(ii) $1,800 for a single taxpaver or for married individuals filing a joint
return if one spouse is a qualified individual, and

(iii) $1,125 for married individuals ﬁiing a separate return,

For taxable years beginning after December 31, 1995, and before January 1,
1997, the minimum amount equals

(i) $1,000 for married individuals filing a joint return if both spouses are
qualified individuals,

(ii) $800 for a single taxpayer or for married individuals filing a joint return
if one spouse is a \ qualified individual, a and

(iii) $500 for married individuals filing a separate return,

For taxable years beginning after December 31, 1996, the minimum amount
is zero,

The minimum amount is reduced by 20 percent for for each $1,000 of d]usted
gross income ome above an income threshold, but in no case may the the minimum

amount be nt be reduced to le_sg than zero. The income thresholds equal

(i) $75,000 for married individuals filing a joint return if both spouses are
qualified individuals,

(ii) $60,000 for single taxpayers and for married individuals filing a joint
return if only one spouse is a gualified individual, and

(iii) $37.500 for married individuals filing a separate return.

Sec. 17. Minnesota Statutes 1993 Supplement, section 290.091, subdivision
2, is amended to read:

Subd. 2. DEFINITIONS. For purposes of the tax imposed by this section,
the following terms have the meanings given:

New language is: indicated by underline, deletions by strikeeut.




1061 LAWS of MINNESOTA for 1994 Ch, 587, Art. 1

(a) “Alternative minimum taxable income” means the sum of the following
for the taxable year:

(1) the taxpayer’s federal alternative minimum taxable income as defined in
section 55(b)(2) of the Internal Revenue Code;

(2) the taxpayer’s itemized deductions allowed in computing federal alterna-
tive minimum taxable income, but excluding the Minnesota charitable contribu-
tion deduction and nen-Minnesote charitable deduetions to the extent they are
of the Internal Revenue Code; and exeluding the medical expense deduction;

(3) for depletion allowances computed under section 613A(c) of the Internal
Revenue Code, with respect to each property (as defined in section 614 of the
Internal Revenue Code), to the extent not included in federal alternative mini-
mum taxable income, the excess of the deduction for depletion-allowable under
section 611 of the Internal Revenue Code for the taxable year over the adjusted
basis of the property at the end of the taxable year (determined without regard
to the depletion deduction for the taxable year);

(4) to the extent not included in federal alternative minimum taxable
income, the amount of the tax preférence for intangible drilling cost under sec-
tion 57(a)(2) of the Internal Revenue Code determined without regard to sub-
paragraph (E);

(5) to the extent not included in federal altérnative minimum taxable
income, the amount of interest income as provided by section 290.01, subdivi-
sion 19a, clause (1); less the sum of

(i) interest income as defined in section 290.01, subdivision 19b, clause (1);
(ii) an overpayment of state income tax as provided by section 290.01, sub-

division 19b, clause (2), to the extent included in federal alternative minimum
taxable income; and

(iii) the amount of investment interest paid or accrued within the taxable
year on,. indebtedness to the extent that the amount does not exceed net invest-
ment income, as defined in section 163(d)(4) of the Internal Revenue Code.
Interest does not include amounts deducted in computing federal adJusted £ross
income.

In the case of an estate or trust, alternative minimum taxable income must
be computed as provided in section 59(c) of the Internal Revenue Code.

(b)ﬁlmema}kevenﬂeeeée-me&ﬁsfhe}&temﬁkeveﬁﬂe%deef%as
amended through Peeember 31; 1092,

¢e) “Investment interest” means investment ihterest as defined in section
163(d)(3) of the Internal Revenue Code.
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